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In many con- 
cerns, manage- 
ment is puzzled 
as to how far it 
should go in em- 
ploying —various 
devices to stimu- 
late enthusiasm 
and create a patri- 
otic ‘war atmos- 
phere” within the 
plant. Some ex- 
ecutives have ex- 
pressed the fear that if such a campaign 
is pressed too far it will backfire—.e., 
result in increased accidents and greater 
spoilage due to hastiness and carelessness. 
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ALVIN E. Dopp 


At the AMA Per- 
Morale-Building sonnel Confer- 
ence, held early 
this month in Chicago, the consensus was 
that morale-building of this kind de- 
mands the most careful planning and that 
the plans should be mapped out in step- 
by-step fashion by persons skilled in this 
kind of work with the backing of the 
top management itself. There is no ques- 
tion at all, however, that output can be 
increased through better job enthusiasm. 
There is no denying that display and 
fanfare must be used in patriotic morale- 
building; pep talks, martial music, 
movies, posters — all these have their 
place. But let’s employ these devices 
well and make careful selections of what 
is used so that the working force does 
not become “fed up’ with them. 
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Devices for 


The 


But increased pro- 


Under-Managed duction is not only 
a matter of em- 


One-Third ployee morale- 


building; there is also a job to be done 
in management itself. It is conserva- 
tively estimated that war production 
would be increased 25 per cent if all 
companies were managed as well as they 
could be. It would probably also be safe 
to say that at least one-third of the com- 
panies having war orders are below par 
management-wise. The large majority of 
such companies, unfortunately, are small- 
er firms which have not been able to give 
sufficient attention in the past to improv- 
ing their management methods. 
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While, through their contact with larg- 
er prime contractors, they are learning a 
great deal about management techniques, 
these small organizations are in many 
cases placing a heavy burden upon the 
general.-defense effort. 
this, the government is now taking steps 
to help such companies step up their 
efficiency through an educational program. 

* 

If there has been any 
doubt that executives 
would be too busy to at- 
tend meetings during the war period, 
these doubts should have been dispelled 
by the record attendance at the recent 
AMA Personnel Conference. The AMA, 
of course, has never considered it a 
wholly valid objection that anyone should 
say, “I have no time to attend your meet- 
ings,” for the simple reason that when 
one attends an AMA meeting he picks 
up ideas that more than compensate for 
his absence from the office or plant. 

Even though the attendance at the Per- 
sonnel Conference did not surpass that 
of the same meeting in 1941 in point 
of registrations, it did exceed last year’s 
meeting in the number of companies rep- 
resented. For, while companies were not 
able to send as large delegations as in 
previous years, a larger number of con- 
cerns made a point of sending someone 
to the Conference. 

British experience shows that the war 
has brought no diminution in the activi- 
ties of management associations. A re- 
cent report states that these organizations 
in England are in ‘‘a phase of exceptional 
vigor.” The London meetings of the 
British Office Managers’ Association are 
reported to have drawn an attendance 
from management people throughout the 
country, and the Confederation of Man- 
agement Associations meeting at Oxford 
came near to having the largest attend- 
ance in the Association’s history. Here 
in the United States we are apparently 
going to follow this pattern, for I do not 
believe that in any period in the AMA’s 
history has such interest been shown in 
the activities of the Association as is be- 
ing displayed now. 


Time for 
Meetings? 
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BUSINESS 
OUTLOOK 


War Program Gathers Speed 
But Dislocations Widen; 
Program Appraised to Date 

While the industrial war effort has 
gained momentum and aggregate produc- 
tion has risen over the past month, indus- 
try is at last feeling the full impact of 
wartime restrictions. In such key indus- 
tries as construction, for instance, boom 
and depression exist side by side; fore- 
cast of a new high in war construction 
this year is counterbalanced by a rapid 
decline in residential building. But 
while employment statistics reflect layoffs 
in regions and industries hit by priorities, 
total employment in December was 15 
per cent larger than last year and pay- 
rolls were the highest on record. National 
income for December was 35 per cent 
larger than in the same month of 1940, 
and the prospect is that income this year 
will rise to the astronomical figure of 
$120,000,000,000. 


New Restrictions Loom 

Kaleidoscopic changes are in the offing 
as civilian restrictions widen and _ plant 
conversion continues. To conduct the war 
program effectively, output of war goods 
should treble in 1942; in addition, we 
shall have to spend for defense by the 
summer of next year over three times as 
much monthly as we are spending now. 
Some of the increase in production will 
come from expansion of over-all output, 
but much of it must come from curtail- 
ment of civilian goods. Output of civil- 
ian goods is likely to be reduced 30 per 
cent this year, and the WPB—while it 
has thus far permitted production of a 
limited quantity of durable consumers’ 
goods—may soon order wholesale closing 
of non-defense durable goods plants. 

Indubitably, the drop in consumer- 
goods output will go much further; and 
progressive increases may be expected in 
the list of rationed products. Neverthe- 
less, consumers are expected to go through 
1942 with remarkably little decrease in 
their standard of living. However, trans 
portation priorities may be in the offing; 
output of freight cars has failed to keep 

(Continued on back page) 
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General 
Outlook 


Indications are that national income continued 
to drop in January and will decline further in 
February-—because of the seasonal trend in farm 
shipments. In March it should resume its upward 
trend and show a steady expansion during the 
rest of 1942—to a total of $120,000,000,000 for 
the year (February 14). 


January’s economic record showed that the 
year 1942 is starting on a very high level of ac- 
tivity, but with an increasing degree of selectivity. 
Business volumes were bolstered by expanding 
production of war orders (together with increased 
retail trade) but at the expense of civilian curtail- 
ment (February 4). 


Already production this year is running abo 
last year; whereas the Business Week index ave 
aged 156 in 1941, it’s now just short of 170 an 
is likely to go considerably higher. Despite th 
rise in tax rates and an outcropping of pessimis! 
over corporate earnings, 1942 earnings may 
up modestly over last year (February 21). 





Money and 
Credit 





Security 
Markets 





Production 


From the end of January last year to the same 
period last month, loans and investments of Fed- 
eral Reserve member banks increased $4,666,000,- 
000. Loans accounted for $1,947,000,000 of this 
gain, and the loan expansion was mostly in com- 
mercial, industrial and agricultural loans (Feb- 
ruary 12). 


Factors which are likely to cause eventual stif- 
fening of money rates and further decline in high- 
grade bond prices have been forming for some 
time, and have been accentuated by recent events. 
The mixed bond market pattern suggests uncer- 
tainty of investors, a signal of possible further 
weakening of the market (February 11). 


Money in circulation is at the highest level : 
history —$11,300,000,000—far above the depre 
sion, bank-run peak of $7,250,000,000 in Marc! 
1933. With an industrial boom on, some increa: 
in money outstanding is natural—but a good pa 
of the rise is due to hoarding; many people a 
just plain scared (February 21). 





The reaction in stock prices under way since 
the beginning of the year has reached a point 
close to the lows established in the closing days 
of last year. The favorable factor of low volume 
has persisted, however; also, on representative 
stocks in all groups, yields range well over 6% 
(February 12). 


Numerous cushioning and favorable influences 
prevail in the markets. With stock prices quite 
low in relation to the earnings and dividends— 
with bonds yielding very littlke—stocks are even- 
tually likely to show considerable attraction for 
the abundance of funds hitherto kept idle (Feb- 
ruary 18). 


The fall of Singapore; recognition that tl 
war's new turn is forcing total government cot 
trol of the nation’s economy; an accumulation « 
dividend cuts; and a widespread theory that 194 
corporate earnings will fall sharply below °4 
have combined to send common-stock prices | 
the lowest levels since 1938 (February 21). 





The quantity of goods produced in 1941 was 
19.0% higher than in 1940, an increase primarily 
due to expansion in factory output, which rose 
29.44% over 1940 volume. Mining activity 
showed an increase of 6.7%, while shipments of 
agricultural products rose 5.0% (February 14). 


The Federal Reserve Board’s manufacturing 
index showed no change from November to De- 
cember, remaining at 172 (1935-39=100). This 
figure was 22.9% above December, 1940, how- 
ever (February 4). 


Just how short we are on essential materia 
shows up in the short shifts being worked | 
important munitions plants. With present cap 
city, airplane production could be substantial 
increased if materials were available. The WP 
may soon order wholesale closing of non-defen 
durable goods plants (February 7-14). 





Distribution 


Total retail sales reached a record high of 
$53,600,000,000 in 1941, an increase of 17% 
over 1940, 11% over 1929. For the week ended 
January 31, department store sales were up 29% 
over the same week in 1941, compared with a 
gain of 34% over 1941 in the preceding week 
(February 14). 


For the four weeks ending January 24, depart- 
ment store sales showed the phenomenal gain of 
34% over the same period a year ago; in contrast, 
sales for the four weeks ending December 27 had 
increased only 11%. Such violent shifts are not 
natural in this field (February 4). 





Construction 


Agriculture 


Building contracts in December declined sharp- 
ly; consequently, manufacturers will have less 
support from this industry during the coming 
months, The prospect is, however, that the drop 
will be more than offset by increased demand for 
war materials and will not result in a recession 
in manufacturing activity (February 14). 


The building situation is spotty; residential 
building has to be sacrificed for the present, 
while factory building and other types essential 
to the war effort will boom. Residential construc- 
tion contracts in December were 25% below the 
December, 1940, figure, while other types of 
building were up 37% (February 4). 


fall it 


Last was estimated that the nation 
railroads would need an additional 154,0( 
freight cars by October 1, 1942, to meet pe 


load requirements. Unless output is stepped u 
there will be a deficit of 60,000 cars by Octobe 
and shipping space may soon be insufficient 

carry the war and civilian load (February 7 





More money has been appropriated or budget 
for new plant capacity since the beginning of tl 
year than all the plant expenditures before Pea 
Harbor combined. These amounted to $6,00( 
000,000: the new money totals more thi 
$7,000,000,000—including nearly $4,000,000,0¢ 
in the new Army budget estimate (February 14 





The actual prices of most agricultural products 
are below the ceiling prices that can be estab- 
lished under the Price Control Act, but it is pos- 
sible that the prices will not rise to ceiling levels 
in the near future since the government owns 
large stocks of farm commodities that it can sell 
(February 7). 





Commodity 
Prices 





Labor and 
Wages 


The Bureau of Labor Statistics price index 
of 28 basic commodities staged its seventh con- 
secutive advance during the week ended Febru- 
ary 6 and reached a new high (165.1) for the 
war (August, 1939=100). Compared with the 
corresponding period in 1941, the price index 
was up 37.7% (February 14). 


Farm income for November, the latest month 
for which figures are available, gained 1.8% 
over the preceding month and was 42.8% above 
November, 1940, according to the Department 
of Agriculture’s seasonally adjusted index (Feb- 
ruary 4). 


If each farm product were allowed to rise 
its own most-favored ceiling under the new lay 
then farm prices as a group would go to 116! 
of parity (based on the Dec. 15 parity index 
and foods would have to climb a further 14! 
over December (February 7). 





Commodity prices advanced still further during 
January, though farm products that have been 
the strongest for a long time experienced a re- 


lapse late in the month (February 4). 





The index of factory payrolls, compiled by the 
Bureau of Labor Statistics on the basis of 1923-25 
as 100, rose from 165.2 in November to 169.8 in 
December, the highest level on record. Payrolls 
in December were 38.7% above the correspond- 
ing month of 1940 (February 14). 


While the strike danger has been reduced, the 
intensified demands for labor enables unions to 
press for ever-higher wage scales. Also, workers 
are quitting jobs at an extremely high rate, and 
the rapid labor turnover tends to swell costs at 
a time when they are being boosted by many 
influences (February 4). 


Traditionally, stocks and sensitive commodi 
prices move together, but recently commod: 
prices—many of which are subject to ceilings 
have been going up, while stocks have been goit 
down. Commodity buyers figure that even if cor 
modities bump up against price ceilings demat 
is so great they won’t go down much (Feb. 7 





Unemployment estimates now run to abo 
3,800,000 (including unemployables); a 
1,500,000 persons will come of working age | 
fore Dec., 1943—-making a maximum labor 1 
serve of 5,300,000. With war needs claimit 
8,000,000 to 11,000,000 workers, we may face 
labor deficit of at least 5,000,000 (February 7 





Foreign Trade 
and 
Conditions 








Provision in recent appropriations are estimated 
to have increased funds available for Lease-Lend 
by $10,000,000,000. It is reported in Washington 
that the United States may take over the purchas- 
ing of British supplies in Latin America and 
transfer the goods to the British under the 
Lease-Lend Act (February 7-14). 





Merchandise exports in October (the latest 
month for which figures are available) totaled 
$343,500,000—17.6% under September but 4.8% 
above October, 1940. Imports of merchandise 
were valued at $207,100,000 for the month- 
21.2% below the previous month and 7.3% 
under October, 1940 (February 4). 





Overseas transport is another potential bott! 
neck in our war program. We are apparently { 
behind schedule in our promised deliveries to t 
Soviet Union, partly because of lack of seawort 
cargo space. As production increases, boat b 
toms are destined to become an even more urge 
need than now (February 7). 
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As conversion gathers speed, industrial reports 
feature the changes taking place in the pattern of 
production. In trade the most noteworthy devel- 
opment of January was the outbreak of a wave of 
stock-up buying, which in early February shows 
signs of diminishing intensity (February). 


We have a long way to go before our present 
war effort equals in magnitude and intensity that 
of the World War; indeed, in order to reach the 
goal set for us we shall probably have to be 
spending for defense by the summer of next year 
over three times as much each month as we are 
spending now (February 16). 


Since Pearl Harbor, contract placements have 
been speeded; production has increased; more of 
the output is in war goods, However, figures 
available for the manufacturing industries thus 
far indicate that in the final quarter of 1941 there 
was little or no gain in net profit over the same 
period of 1940 (February). 
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Bank clearings (23 cities) totaled $31,483,- 
395,000 in January, compared with $33,893,402,- 
000 in December and $26,154,556,000 in January 
a year ago. The adjusted insolvency index (fail- 
ures) dropped to 45.3 in January, a new low 
since September, 1937, and contrasting with 51.8 
a year ago (March). 
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Stock prices trended slightly lower under 
minor trading activity during January and early 
February. A low of 106.51 for the Dow-Jones 
industrial stock average on February 11 contrasted 
with a level of 122.61 on the same date a year 
ago (February). 
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Rapidly rising arms production contrasts with 
diminishing civilian goods output. Auto produc- 
tion has ceased; production of radios and various 
electrical appliances is steadily being cut pre- 
paratory to complete changeover to war work. 
The FRB index was estimated at a new high of 
170 in January (February). 


During the war boom, money will not be 
equivalent to general purchasing power; it will 
constitute only restricted purchasing power inso- 
far as rationed articles are concerned. Fortunately, 
money can still be used to pay debts, and individ- 
uals, corporations and municipalities should use 
it that way vigorously (February 16). 





Direct price controls, to the extent permitted 
by the Price Control Act, will not be adequate to 
deal effectively with the inflationary spiral. The 
way to combat the threat of inflation is to produce 
more, save, keep costs down, and absorb excess 
purchasing power into the Treasury (February). 








The fiscal proposals for the gigantic war pro- 
gram laid down in the | President's address to 
Congress and the budget message were received 
by the security markets without shock, despite 
the almost incomprehensible totals of estimated 
expenditures, debts and taxes (February). 





The index of industrial production has_re- 
mained unchanged during the past three months 
at the highest level ever recorded—18% above 
the computed normal level. Scheduled expansion 
of steelmaking facilities in 1942 will produce a 
7% increase in capacity of this key war industry 
(February 16). 


Production for direct war use should be trebled 
in 1942 as compared with 1941, and some part 
of the increase will be achieved by expanding 
over-all output. However, after government 
orders are supplied, the industrial product re- 
maining will aggregate something like 30% less 
than in 1941 (February). 
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(February 7). 


Scare buying, which in scope and_ intensity 
surpassed last summer's retail rush, raised sales 
figures for January to a new record. The FRB 
adjusted index of department store sales at 138 
compared with 101 a year ago. While somewhat 
narrower, trade gains in early February are still 
substantial (February). 
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Building permits for 215 cities continued to 
decline, dropping to $69,209,442 for January. 
This was the smallest volume in any month— 
except February, 1938—during the past six years 


(March). 
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As a whole, consumers will go through 1942 
with remarkably little decrease in their real sat- 
isfactions, though, to be sure, they will be living 
on inventory with respect to automobiles, tires 


and a good many other products (February). 





A new high in construction activity may be 
recorded this year, despite the virtual elimination 
of all building except that necessary to the war 
effort or to public health. The pent-up demand 
for new homes at the end of the war may prove 
to be the strongest recovery stimulant in the post- 
war period (February 16). 








A brisk rise during the first month and a half 
following the outbreak of war has been followed 
by a steadier movement in wholesale prices. Since 
mid-January, the all-commodity index of the U. S. 
Bureau of Labor Statistics has advanced only a 
fraction of a point (February). 





Numerous commodity shortages must continue 
to exist until the United Nations have defeated 
the Axis powers. Even our great supplies cannot 
suffice to meet the demands of our armed forces, 
our civilians and our allies, and we must conse- 
quently expect progressive increases in the list 
of items being rationed (February 16). 








Farm production goals for soybeans, peanuts 
and flaxseed—designed to increase the supply of 
fats and oils—are the largest ever set. Increases 
in cotton and corn acreage are scheduled also, 
and the goals planned for hog slaughter, poultry 
and dairy products are well above any production 
of the past (February). 





The effectiveness of price controls will depend 
on the way they are administered and the cooper- 
ation accorded, Though some ceilings have been 
raised, critical metals have not risen as they did 
in the corresponding period in the last war, nor 
have semi-manufactured goods in general, coal 


and oil (February). 
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(February 7). 


After a mild drop in November, sharply in- 
creased manufacturing payrolls again chiefly ac- 
counted for a rising total of income payments in 
December. At 169.8 in December, the U. S. 
Bureau of Labor Statistics payrolls index com- 
pared with 122.4 in the same month a year ago 


(February). 





Our war effort has not as yet absorbed the serv- 
ices of half as many people in proportion to our 
population as were so engaged at the close of the 
World War. In November, 1918, 129 people 
per 1,000 were enrolled in our armed forces or 
employed in war work; by contrast, there were 
only 57 so engaged in December, 1941 (Feb.16). 


The rise in the cost of living, which has been 
greater in foods than in other items, is prompting 
labor to make fresh wage demands. The danger 
is that if substantial increases are granted they 
will raise prices and farm price parities, permis- 
sible ceilings will advance, and the cycle will be 
repeated (February). 
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President Roosevelt's announcement on Decem- 
ber 22 calling for virtual pooling of the produc- 
tive resources of the United States and Canada— 
looking for a removal of barriers to the free flow 
of war supplies—carries forward the policy of 
increasing collaboration begun in the spring of 
1940 (February). 





mare 


e sources. Copyright, 1942, by the American Management Association. 


EDITED BY J. O. RICE 








Selling Problems of War Period 
To Be Considered at Marketing Sessions 


“Sales Planning for the Duration’ will be the theme of the Conference of the 
AMA Marketing Divisions to be held March 4 and 5 at the Hotel Roosevelt, New York 


City. 


Wide interest is being shown in this Conference because of the many-sided 


picture it will provide of what companies are now doing to adjust sales activities to 


wartime conditions. 
J. Raymond, President, Dickie-Raymond, 
Inc., AMA Vice President in charge of 
the Industrial Marketing Division; and 
H. R. Chapman, Vice President, New 
England Confectionery Company, Vice 
President in charge of the Consumer 


Marketing Division. 


“Case Stories”’ 

Through case-story presentations the 
problems facing all kinds of companies 
will be covered—those that are ‘‘sold up” 
on defense goods, those suffering from 
material shortages and those only in- 
directly affected by war production. 
Through these cases a practical back- 
ground will be provided for the discus- 
sion of each topic. 

Among those who will address the 
meeting are: Thomas Roy Jones, Presi- 
dent, American Type Founders, Inc.; 
David C. Prince, Vice President, General 
Electric Company; L. C. Hart, Vice Presi- 
dent and General Sales Manager, Build- 
ing Materials Department, Johns-Man- 
ville Sales Corporation; Walter H. 
Gebhart, Manager of Sales, Industrial Di- 
vision, Henry Disston & Sons, Inc. ; 
Edwin G. Roos, Director of Sales, Ply- 
mouth Cordage Company; Tomlinson 
Fort, Assistant Manager, Central Station 
Sales Department, Westinghouse Electric 
& Manufacturing Company, East Pitts- 
burgh, Pa.; Edwin G. Nourse, Director, 
Institute of Economics, The Brookings 
Institution, Washington, D. C. 

Subjects that will be of special interest 
are: revamping the sales organization to 
meet wartime conditions; planning for 
the postwar period; effect of war on con- 
sumer and dealer markets; adjusting 
product and price lines to material short- 
ages; product simplification and standard- 
ization; retraining salesmen for wartime 
selling; fitting sales compensation to to- 
day's conditions; assisting laid-off em- 
ployees in securing re-employment; pric- 
ing and prices; transportation and rout- 
ing of salesmen; new uses for direct 
mail; advertising policies in a war econ- 
omy. 


Enclosed with this issue of the NEws 
LETTER AMA members will find the 
index to the 12 issues of THE MANAGE- 
MENT REVIEW published during 1941. 
The index is a key to some 400 articles 
that were covered in THE REVIEW dur- 
ing that period. 


| 
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The sessions are being planned under the direction of Leonard 


Planning Finance Sessions 


ARTHUR LAZARUS 





Personnel Meeting 


Draws 1,600 Registrants 


Sixteen hundred personnel and indus- 
trial relations executives from industries 
all over America attended the AMA In- 
dustrial Relations Conference held in 
Chicago, February 4, 5 and 6. The Con- 
ference, the 14th in a series held by the 
Personnel Division of AMA, struck a 
new high in the timeliness of subject mat- 
ter and participation of the audience in 
the general discussions. 

Topics that received the major discus- 
sions were those involving personnel 
problems of industrial expansion during 
wartime. 

Harold F. North, Industrial Relations 
Manager, Swift & Company, as AMA 
Vice President in charge of the Person- 
nel Division, headed up committees which 
planned the Conference. 


Study on Employee Manuals 


A booklet that will emphasize the 
“how” of issuing a company manual for 
employees will shortly be issued by AMA 
based upon a recently completed study by 
the Association’s Research and Informa- 
tion Bureau. One of the booklet’s most 
important features will be a check list of 
what an employee manual should con- 
tain. It will also include suggestions for 
design and will outline what uses com- 
panies make of such manuals. 








Finance Executives 
Plan Conference in 


New York, March 24-25 


The wartime responsibilities of the 
financial executive and the problems of 
corporate finance during wartime will be 
the subjects of discussion at the annual 
sessions of the AMA Division of Finance 
and Accounts to be held on March 24 
and 25 at the Hotel New Yorker, New 
York City. The Conference is being ar- 
ranged under the direction of AMA Vicc 
President Arthur Lazarus, Vice President, 
Day & Zimmermann, Inc., Chicago, who 
is in charge of the Division. 

The program has been planned on the 
basis of wide research by committees op- 
erating under the direction of Mr. Laz- 
arus and the sessions are expected to give 
a broad picture of how companies are 
handling financial problems during this 
war period. Executives with company 
financial responsibility from throughout 
the nation will attend the meeting. They 
will include treasurers, controllers and tax 
authorities. 


Speakers 

Among the speakers who will address 
the Conference are: Bert H. White, Vice 
President, Liberty Bank of Buffalo; Rob- 
ert N. Miller, Miller & Chevalier, Wash- 
ington, D. C., and Chairman, Excess 
Profits Tax Committee, Section of Taxa- 
tion, American Bar Association; J. W. 
Oliver, Secretary, The Linen Thread Com- 
pany; Ross G. Walker, Professor of Busi- 
ness Administration, Harvard University ; 
F. Klein, Director of Budgets, Worthing- 
ton Pump and Machinery Corporation ; 
H. C. Perry, Treasurer, Heywood-Wake- 
field Company; Albion R. Davis, Comp- 
troller, American Hide and Leather Com- 
pany; Walter A. Staub, Partner, Lybrand, 
Ross Bros. & Montgomery; George W. 
Patterson, Credit Manager, American 
Cyanamid Company. 





Business Outlook 

(Continued from front page) 
pace with peak load requirements, and 
we may be faced with an accumulated 
deficit of 35,000 cars by May. 

There is little room for complacency 
in the figures on our war effort to date. 
According to the Cleveland Trust Com- 
pany, our war program has not absorbed 
half as many people in proportion to our 
population as were so engaged at the 
close of the last war. In November, 
1918, there were 129 people per 1,000 in 
military service or civilian war work; in 
December, 1941, there were only 57 so 
engaged. At the end of the first World 
War there were 21 women war workers 
per 1,000 population, as contrasted with 
only four today. 








